THE NATION AND ATHENEUM, MAY 24, 1930. 


INSURANCE SUPPLEMENT 


THE NATION 


AND ATHENAUM 








SATURDAY, MAY 24, 1930. 








"REINFORCED" 


LIFE - ASSURANCE 


A new scheme which gives the maximum pro- 
tection for dependents and retains the right to 
share in the profits. 

The rates of premium, based on modern scientific 
data, have been drastically reduced and by this 
means substantial additions have been made to 
the amount of immediate Life Assurance cover 
which can be secured for a given outlay. 

The reduction in cost varies with the age and 
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much as 


24 PER CENT. 
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Guaranteed surrender values and paid-up assur- 
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REFUGE 


ASSURANCE COMPANY LIMITED. 
Chief Office: Oxford Street, Manchester. 


(Incorporated in England 1864). 


Summary of Directors’ Report for the year ended 3\st December, 1929. 





Total Income for year £10,784,874, being an increase of £473,899 over the previous year. 
Total Assets at end of the year, £45,945,704, being an increase of £3,079,444 during the year. 
Total Claims Paid in the year, £4,503,090. The Company has paid £61,480,654 in claims since its establishment. 


The Total Assurances existing on December 31st, 1929, amounted to £63,646,002 in the Ordinary Branch and 
£88,256,178 in the Industrial Branch. 


Reversionary Bonus of £2-4s. per cent. again declared on all Ordinary Branch participating Policies. 


The Premium Income in the Ordinary Branch was £3,918,011 being an increase of £215,666 over the previous 
year ; and in the Industrial Branch it was £4,739,174, being an increase of £106,392. 


The Company transacts Life Assurance business of every description. 


J. WILCOCK HOLGATE, 


Chairman. 
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CREDIT INSURANCE 


By CUTHBERT E. HEATH 
(Chairman, Trade Indemnity Co. and Excess Insurance Co., Member of Lloyd’s). 


REDIT insurance—the result entirely of private 

enterprise, though Government Departments have 

been dabbling in it with very unsatisfactory results— 
has certainly come to stay. 

It started in a small way about thirty years ago, and 
has from those tentative beginnings increased till the 
leading Credit Insurance Company, of which I have the 
honour to be chairman, dealt in 1929 with no less than 
£25,000,000 worth of transactions. A record such as that 
is proof enough of the value of the system not only to 
the trader but in providing employment. 

Like all insurance which is worth its salt, the merit 
lies both in giving security and also in diminishing losses. 

The idea is simple enough. A trader either cannot 
afford, consistently with his means, to give more than 
a certain amount of credit, or has no knowledge of the 
financial standing of his customer. It is there that credit 
insurance steps in. It meets both difficulties. 

By enabling the merchant or manufacturer to give, 
say, £20,000 credit instead of £5,000—the limit he has set 
for himself—it makes it possible for him to undertake con- 
tracts which he should otherwise refuse. Not only that, 
but the fact that the Insurance Company, with its far 
greater facilities for accurate information, is prepared to 
undertake the transaction is a certain justification for the 
trader to risk his share in it. 

That leads to the question how the Insurance Com- 
pany is better situated in respect to obtaining knowledge 
than is the trader through his Banker or the Overseas 
Department. It is some years now since a start was made 
in organizing a group of Credit Insurance Companies to 
work together with a view to forming a really valuable 
international intelligence system. There are at present 
quite first-class companies—mostly founded after consul- 
tation with the English originators of the scheme—in 
France, Germany, Italy, Spain, Norway, Sweden, South 
America, the United States, and other countries, all in 
co-operation. The method is a simple one. Say an Eng- 
lish firm wishes to give credit in France. The English 
Credit Insurance Company, before accepting the risk, com- 
municates with its French colleague. If the French Com- 
pany disapproves, nothing more is done, the risk is refused. 
If, on the contrary, it recommends the insurance, then it 
is bound to back its opinion by taking part of the contract. 
Further, if a failure should occur it is the duty of the 
French Company to advise how best the assets can be 
realized or even itself undertake the conduct of the liquida- 
tion so far as the credit policy is concerned. It seems quite 
obvious that a French Company has better means of ascer- 
taining what is to be recovered from a French debtor than 


any English concern could have. This alone would justify 
the system. 

The proof of the pudding is in the eating. It is a fact 
that on a good many occasions information obtained as 
to the financial status of a foreign firm or company, if 
obtained in London, has proved to be quite illusory. 
We have been saved many a loss by the fact that our 
foreign friends have had less faith in their own national 
and have declined to insure him. 

I am sorry to have to point morals. But compare this 
system with that of the Overseas Department. It has to 
rely, if not on English information, at all events on that 
of British representatives abroad—Consuls, and so on. 
Now I ask, what foreign Bank or any other foreign institu- 
tion is going to *‘ give away ”’ its own national to a foreign 
official? Clearly the tendency would be all the other way, 
and they would cry ‘‘ Peace, peace,’? when there is no 
peace. 

And mark the consequences. It is a condition of both 
the Government and other policies that the assured should 
bear part of every loss himself—generally 25 per cent. 
Supposing either the Government or the rival assurers have 
recommended what is.really a bad risk. The trader loses 
his 25 per cent. in consequence of having relied on fallacious 
information, the taxpayer or the shareholder, as the case 
may be, loses his 75 per cent., and the fradulent debtor, 
having obtained his goods for nothing, goes away rejoicing. 
I do not wish to labour the point, but, honestly, is it not 
better for the country that our methods should prevail? 

This international band of brothers has not been con- 
tent to work in the dark. Meetings have been held in 
London and Paris at which they all attended—valuable 
papers were read and valuable discussions have taken place. 
At Paris no less than forty bankers attended the meetings, 
and we had the benefit of their opinions—and very sound 
opinions too. The next meeting is to take place in June 
at Berlin, and we expect representatives of twenty-four 
countries to attend and discuss matters. Considering that 
all (I think I may say that) these foreign companies have 
the backing of and in many cases have been founded by the 
leading bankers and financiers in their respective countries, 
it will be appreciated that a very powerful international 
force has been created. I can imagine even a time when 
countries who do not ‘* play the game ” may be refused 
credit and brought to their senses by this small ‘* League 
of Nations.” 

So much then for the working of credit insurance as 
it now exists. It is credit insurance, and not the backing 
of bills. It is subject to all the rules as to concealment and 
as to the doctrine of uberrima fides which apply to other 
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forms of insurance. It seems safe to assume that, unless 
these old rules—tried and proved by centuries of experi- 
ence—prevail, the business must come to grief. It is a 
pity therefore that the Government should pride itself on 
‘** paying on request,’’ for that is the wording of their 
policies. To pay first and inquire afterwards would seem 
utterly wrong. It is certainly altogether contrary to 
insurance principles. 

Some people still say that the giving of credit is all 
wrong, and that anyone who helps it by practising the 
hire-purchase system, for instance, is debasing the financial 
morals of the community. Surely they are mistaken. 


Take the case of a hardworking, impecunious farmer. He 
has his land, he has the labour of his hands. He cannot 
make proper use of either without a plough. Let him, 


therefore, pledge the future crops—the result of that 
labour and Jand—to buy the plough which enables him to 
produce those very crops. What harm is there in that? 
Everybody is benefited by the process—the manufacturer 
of the plough, the farmer, and the community. If insur- 
ance can make the deal a safe one for the manufacturer 
and the purchase possible for the farmer one can say a 
fine thing has been accomplished. 

Naturally, as in everything else, dogmatism will not 
do. Though in most cases the giving of credit will ease 
the wheels of the world, it would not be proper to insure 
credit for face powder or lipstick. Roughly speaking, it 
is the necessaries which should be helped in their distribu- 
tion. That the process is not necessarily dangerous, I have 
the word of two of the greatest credit institutions in 
London. Curiously enough, though one inquiry was made 
before the war and one afterwards, they both said that 
of the bills they held one in a thousand might be pro- 
tested. Further, one would have thought that the late 
American slump would have hit those companies who have 
been insuring the hire-purchase dealers in that country. 
I am assured that it is not so. 

Credit Insurance, therefore, cannot be called ‘* wild 
cat’? financing. It serves a useful purpose, and from all 
appearances is destined to take a very large part in the 
world’s progress. My only fear is that Government inter- 
ference may deprive London of what it can now boast— 
the lead in a new venture of vast possibilities. 


NEW BUSINESS AND GROWTH 
By C. R. V. COUTTS. 


HAVE often wondered why so much emphasis is laid 
by assurance offices and by journalists on what is to my 
mind a very unimportant and unsignificant figure, i.e., 

the total sums assured under new policies issued in any 
one year, known in assurance jargon as ‘* new business 
results.”? This is no doubt partly due to the fact that in 
most cases the annual report of a life office does not show 
what profits are being earned. The journalist is therefore 
encouraged to treat ‘* new business ’’ as a measure of pros- 


perity instead of what it really is—a very rough indication. 


With the result that it is not unusual] to read 
(Office A. being a life 


of growth. 
comments such as the following. 
office and Office B. a fire office.) 


1. ‘‘ We congratulate Office A. on a very successful 
year. The new business shows an increase of £250,000 
over the figure for last year.”’ 

(The office in question may in fact have earned con- 
siderably lower profits than in the previous year.) 

2. ‘‘ The accounts for Office B. show that the fire 
premiums have increased by £100,000. But as the com- 
pany has suffered a higher loss ratio the net result has 
been to reduce the underwriting profit by £75,000." 
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What is the effect on the potential assurer, the newspaper 
reader who is encouraged to assure in Office A. by seeing 
in big type, ‘* Record new business for 1919—over 
£2,000,000 new sums assured ’?? One must assume that 
those who plan life assurance advertisements know their 
own business. But it is a difficult assumption. Every 
active life office has created a department the raison d’étre 
of which is to bring in new policyholders. Those in charge 
of these departments quite properly regard the volume of 
new business as the test of the success of their efforts. 
Hence, no doubt, advertisements of the kind referred to 
above. 

It is, however, natural, and within certain limits right, 
to regard growth and expansion as prima facie evidence 
of the quality and excellence of the goods supplied or the 
services rendered. Let us, therefore, examine within what 
limits this doctrine is true when applied to the business of 
life assurance. 

Let us consider first the case of a proprietary life office ; 
the argument will apply whether the office is one restricted 
to the business of life assurance or whether it is the life de- 
partment of a composite insurance company. Here the 
business is carried on for the benefit of the proprietors. 
The usual plan is that by the constitution of the company 
the profits disclosed at each valuation are divisible in 
certain proportions between the shareholders and the policy- 
holders qualified to participate. In many offices the pro- 
portion is one-tenth to the shareholders. It is clear that 
it is in the interests of the proprietors that the business 
of the office shall continue to expand so long as this ex- 
pansion produces an increase in the total surplus, even 
though this may involve a reduction in the rate of profits 
to the policyholders. The expansion in the volume of busi- 
ness transacted involves no increase in the proprietors’ 
capital, which may be, and in fact often is, a nominal sum 
in relation to the liabilities of the office. The board and 
management are not concerned with the interests of the 
policyholders except in so far as they are ancillary to 
those of the proprietors. The case for expansion in this 
group of offices is practically conclusive, because normally 
an increased volume of business will mean increased total 
profits and therefore increased dividends. Although in this 
case the interests of the shareholders and the policyholders 
are not identical, a good bonus record is so important a 
factor in developing the business that seldom, if ever, in 
practice does a direct conflict of interest arise. 

Let us now turn to the more complicated issue as to 
whether it is the duty of those in control of a mutual office 
to embark on a policy of expansion, and if so within what 
limits, if any, they should continue this policy. 

In a mutual office there are no shareholding proprietors 
and their place is taken by the policyholders, in whom is 
vested the ultimate control of the institution. It is their 
interests that those responsible for the management are 
concerned to serve. Now, if regard be had strictly and 
solely to the interests of the existing policyholders at any 
particular time and to the fact that as a matter of law 
the whole of the goodwill, which has been built up perhaps 
for many generations by previous policyholders, is vested 
in these existing policyholders, there are probably 
few, if any, mutual offices which could not arrange 
a transfer to one of the large proprietary concerns 
on better terms for its existing policyholders than it 
could hope to realize by continuing an independent exis- 
tence. The real justification for the continued existence 
and expansion of the mutual life offices must, therefore, be 
sought elsewhere than in the interests of their existing 
policyholders. Taking a broader view, these institutions 
may be regarded as national trusts founded to provide 
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the public with opportunities of assuring on the mutual 
plan. On this assumption, and if this principle is to deter- 
mine policy, this duty to the public is the more completely 
fulfilled the wider the benefits of life assurance are ex- 
tended. The case for indefinite expansion is complete, and 
existing policyholders must be content if need be to sacri- 
fice their interests in order to spread the gospel of life 
assurance more widely. 

‘It remains to consider within what limits, if any, in- 
crease in the volume of the business is in the interests 
of the members. It is clear that an office transacting only 
a small volume of business is handicapped in many ways. 
Overhead charges for offices, &c., press heavily on a small 
premium income. And such an office cannot afford to pay 
sufficient salaries to attract efficient management and staff, 
nor will it attract the most useful type of Director. There 
is clearly, therefore, a case for expansion when the volume 
of business is small. On the other hand, is there not an 
optimum point beyond which any increase in volume tends 
rather to diminish than increase efficiency? When the 
premium income has reached a sufficient volume the pres- 
sure of fixed charges becomes negligible. The increase in 
efficiency obtained by the capacity to pay larger salaries 
does not continue indefinitely. Increased bulk beyond a 
certain point means decreased efficiency. The board and 
management exercise less direct control and are forced to 
delegate their powers. And it has been argued that if 
the funds increase beyond a certain point and therefore 
become less mobile, it is not always possible to invest them 
to the best advantage. 

All these considerations lead to the conclusion that 
on the principle suggested there is an optimum point after 
reaching which a mutual life office should seek equilibrium 
rather than further growth. To determine at what stage of 
development this optimum point is reached is obviously a 
matter on which there is room for differences of opinion 
and for taking into account the special conditions of 
individual offices. 
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LLOYD’S—PAST, PRESENT, AND 
FUTURE 


By D. E. W. GIBB. 


N the thirteen years between 1904 and 1917 the number 
[« Lloyd’s Underwriters rose from 631 to 702—an in- 

crease of 71. In the thirteen years between 1917 and 1930 
the number has risen from 702 to 1,423—an increase of 721. 
In this second period of thirteen years the value of the 
underwriting deposits has increased more rapidly even than 
the membership ; the security behind a Lloyd’s policy has 
been so strengthened as to be beyond the reach of the most 
reckless criticism; twice has Lloyd’s been honoured by a 
visit from His Majesty; a great and splendid building has 
been erected for the housing of the members; and the 
comfort and prosperity of the officials of the Corporation 
of Lloyd’s have been vastly improved. It remains to be 
added that in this same thirteen years marine insurance 
has been passing through a depression deeper probably 
than it has ever known before. 

There is, in fact, a strange paradoxical contrast be- 
tween the rising prestige of Lloyd’s and the dwindling 
profits of marine underwriting—a contrast that can be ex- 
plained partly by what economists in that unpleasant jargon 
of theirs call a “‘ lag,’’ the delay that intervenes between 
the cause and the effect. In this case the cause is the 
prosperity enjoyed by marine underwriters during the war 
and for a few years after the war. The delay represents the 
period in which the general public was absorbing the idea 
(a wholly fallacious idea) that marine insurance was a Tom 
Tiddler’s ground on which any man not actually micro- 
cephalic might pick up a fortune. The effect is a great 
increase in membership at a time when only the most 
careful and skilful underwriting could make a profit. But 
the contrast is also explainable by a very remarkable 
change that has taken place at Lloyd’s within the past 
thirty years in the development of a great volume of fire 
and accident insurance done by syndicates of underwriters 
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who are known comprehensively as the non-marine market. 
These syndicates take no direct interest in marine insur- 
ance, and pretend to no knowledge either of hulls or cargo. 
From year’s end to year’s end they never sign a policy 
connected with the sea, but confine themselves to risks on 
land. For less than forty years they have been engaged 
in this kind of insurance, but in that short span their 
market has overtaken and outstripped its elderly brother, 
the marine market (now some two and a half centuries 
old), and it contributes at the present time more than half 
of the total premium income and far more than half of the 
net profits of Lloyd’s underwriters. 

The non-marine market having passed safely from 
infancy to adolescence, and now emerging from adolescence 
to maturity, has not escaped the perplexities and problems 
that beset the growth of all human life and creation. There 
have been times when even inside the family circle of 
Lloyd’s the elder brother has been heard to complain of 
the vigorous stripling growing with such alarming speed 
and challenging some of the century-old traditions of the 
family; while outside Lloyd’s this enterprising but un- 
orthodox market has not unnaturally been watched with 
some disfavour and criticized with a certain measure of 
freedom. It was felt by the old-established fire insurance 
offices at any rate in the early days of non-marine busi- 
ness at Lloyd’s that the underwriter was a_ parasite 
reaping where he had not sown, and_ gathering 
where he had not strewn. For years, the offices argued, 
we have made an elaborate study of the fire hazard in 
almost every country in the world. We have spent money 
freely on surveys and statistics, working the risk out to 
such a fine point that at the close of a year we are left 
with not more than § or 9 per cent. of our premium in- 
come as the reward of our Jabour. By constant and scien- 
tific research we have built up a tariff without which the 
development of the great British industry of fire insurance 
would have been impossible, and we have established 
throughout the world a connection that has been of incal- 
culable value to the trade and finance of Great Britain. 
And then these amateurs, men without organization or 
experience, who have contributed nothing to the labours 
and expenses of the past, come into the market and com- 
pete for our business by trading cn our rates and our 
tariffs. 

It would be idle to deny that there is some ground for 
this criticism, for without the tariff which the offices built 
up the early development of fire insurance at Lloyd’s would 
not have been possible. But the Llovd’s underwriter can 
fairly answer that whatever else he is he is not a mere 
parasite. On the contrary, he has been a pioneer and has 
employed the freedom given him by his special system of 
underwriting to break new ground and make experiments 
in fresh forms of insurance which have been of very great 
value not only to the trading community but to his com- 
petitors who have, much to their own advantage, followed 
where he has led. 

If a member of Lloyd’s to-day can look back on the 
past history of his Corporation with pride and satisfaction, 
ean he with equal confidence look forward to its future? 
The answer is difficult, and there is always a tendency at 
Lloyd’s to sav that the outlook is black. A veteran and 
extremely successful underwriter who became a member 
some forty years ago was warned at the outset by one of 
the veterans of the eighties that he was making a great 
mistake in choosing Lloyd’s as his career because Lloyd’s 
had no future. He disregarded the advice, and made a 
fortune; and his experience may stand as a warning to the 
pessimist of to-day. But out on the horizon there is a 
cloud rather bigger than a man’s hand. and those who try 
to read the signs of the times cannot afford to neglect it. 
Lloyd’s is essentially an international market. Its marine 
premium is drawn from the trade that flows over-sea from 
one country to another; its non-marine premium income 
comes very largely from foreign sources: and its general 
prosperity is dependent mainly on the willingness of nation 
A to do business with nation B. The present fashion in 
trade under the impulse of a narrow nationalism seems 
to be running strongly in the opposite direction, and most 
of the nations of the world appear to be anxious to shut 
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out not only the goods that their neighbours are able to send 
them, but the services that their neighbours are able to 
render. The barriers against foreign imports are matched 
by the barriers against foreign insurance service, and almost 
every year fresh attempts are made to prevent British 
underwriters from insuring property in foreign countries. 
Against these barriers Lloyd’s underwriters, owing to the 
nature of their business, are specially handicapped, and 
unless the world reverts to a truer appreciation of the 
value of foreign trade and foreign services it is difficult to 
see how the Lloyd’s underwriter of the future, marine or 
non-marine, can maintain the progress to which the last 
half-century has accustomed us. 


THE SALVAGE ASSOCIATION 


AND ITS WORK IN 1929 


By SIR JOSEPH LOWREY, K.B.E., 
Director and Secretary, The Salvage Association. 


HE Salvage Association of London, the full title of 
i which—** more honour’d in the breach than the 
observance ’’—is ** The Association for the Protection 
of Commercial Interests as respects Wrecked and Damaged 
Property,’? was established so long ago as 1856, and its 
Seventy-fourth Annual Report recently issued affords 
evidence of great and continued activity in the service of 
the Underwriters it represents and the shipping community 
generally. Formed originally with the benevolent assis- 
tance and co-operation of the Committee of Lloyd’s and 
certain members of Lloyd’s and Insurance Companies to 
deal with all matters arising out of shipping casualties and 
the liabilities of Marine Underwriters, the Association for 
a good many years, and even after it had been incorporated 
by Royal Charter in 1867, had a somewhat chequered 
career and dealt with a comparatively limited number of 
cases, but ** the day of small things ”’ has long since passed, 
and during more recent years its activities have greatly 
increased, and it has dealt with an enormous number of 
shipping casualties and other matters involving liability on 
the part of the insurance community. 

Managed by a Committee consisting of representatives 
of Lloyd’s and the principal Marine Insurance Companies, 
its duty is to intervene with a view to the salvage of 
vessels and cargoes involved in trouble or accident, and for 
the adequate control of the financial liabilities arising 
therefrom, or from any matter giving rise to a claim on 
Marine Insurance policies. The number of cases dealt with 
in 1929 approximated to 10,000, the geographical distribu- 
tion being world-wide, and the variety accurately reflecting 
the nature and magnitude of the risks and _ liabilities 
assumed by Underwriters and premiums which in these 
latter days have not been munificent. 

The Association is assisted in its important work by 
Agents—who are generally Lloyd’s Agents—and Sur- 
veyors all over the world, whose duty it is to report and 
advise upon all casualties and happenings likely to involve 
claims on those it represents. In cases where salvage 
assistance is required, suitable arrangements are made with 
the nearest and most capable Salvage Contractors, such 
arrangements generally being on a basis making the 
remuneration of the Contractors contingent on success, and 
on the value of the property salved. Where it is deemed 
necessary and is practicable one of the Association’s 
Salvage Officers or Surveyors is sent to co-operate and 
assist. Where successful salvage is effected, questions of 
remuneration have to be dealt with, generally by negotia- 
tion or by arbitration, and it is a remarkable tribute to 
the Salvage Contractors on the one hand and the Under- 
writers and their representatives on the other that cases 
of great magnitude and involving grave difficulties are 
almost invariably disposed of without recourse to legal 
proceedings or the Courts. 

Following on strandings and other accidents there are 
important questions of repairs to vessels and damage to 
cargoes to be dealt with, and in this connection trained 
Surveyors and Experts are employed. In certain impor- 
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tant repairing centres at home and abroad the Salvage 
Association has its own staff of salaried and exclusive 
Surveyors whose sole duty it is to safeguard the interests 
of Underwriters. The sums involved in damage repairs 
and otherwise are enormous and naturally have consider- 
able relation to the value of the vessel involved. In one 
case dealt with in the year under notice the sum paid by 
Underwriters in respect of repairs to a vessel most seriously 
damaged by fire was approximately £1,000,000 sterling. 
Fire has indeed been of late one of the most fruitful causes 
of serious claims on Marine Underwriters, and last year 
there were other fire damages of great magnitude dealt 
with. In two cases valuable steamers and their cargoes 
were totally lost through fire, and in others damages were 
of a very serious character. The troubles in the Austra- 
lian coalfields had their effect in the marine insurance 
market, as many of the steamers chartered to carry coal 
from the United Kingdom to Australia had fire trouble and 
suffered serious damage. One valuable steamer sustained 
such extensive structural damage owing to the fire in her 
coal cargo as to render expedient her return to England 
solely for the purpose of carrying out the repairs required. 
The somewhat drastic and costly course of procedure 
adopted was, it may be said, abundantly justified by the 
result, and the steamer concerned was repaired and rein- 
stated at a cost satisfactory to all concerned. 

The serious gales of last winter involved the Asso- 
ciation and its Surveying Staff in exceptionally heavy 
work, and trans-Atlantic steamers of the highest class 
suffered serious damage or were disabled. One of the 
largest steamers afloat developed serious indications of 
structural strain, and other vessels broke down and re- 
quired salvage assistance. In the case of one steamer 
carrying passengers on a westward voyage the salvage 
services consisted of towage by very powerful tugs occupy- 
ing fifteen days, and the passengers had in all three weeks 
of buffeting in a disabled steamer and in very bad weather. 

In cargo claims some of the most serious and interest- 
ing cases involved frozen and refrigerated produce, one 
remarkable case being that of a cargo of shell eggs and 
frozen liquid eggs from China which, owing to refrigerating 
machinery trouble, had to be dealt with at a port practic- 
ally on the Equator, but the cargo was eventually got 
forward to its destination in Europe with a depreciation 
of little over 5 per cent. 

The Association’s work may literally be described as 
dealing with vessels at every stage of their career, and in 
the year under notice there were as usual costly cases 
arising out of unsuccessful launching efforts, fire before 
completion of construction, and at the other end of the 
scale serious troubles in connection with vessels in the 
hands of ship-breakers for demolition. The accidents and 
incidents giving rise to liability between the period of 
construction and the time of destruction are greatly varied 
in character, and the results are dependent on the ** moral 
hazard ’”? to an extent not generally realized. A sudden 
reduction in shipping values has been followed by an 
amazing and not altogether unconnected mortality on the 
part of Greek and Spanish steamers, and even bona fide 
casualties afford an opportunity for irregularities on the 
part of Salvors and Repairers ‘‘ of the baser sort,’’ though 
fortunately such irregularities are now less frequent out- 
side of the Levant and the Black Sea, where (and not 
East of Suez !) ‘* there ain’t no ten commandments *’ when 
vessels and cargoes in trouble have to be dealt with. In a 
case not yet finally disposed of a Contractor in the Levant, 
after collecting a substantial payment on account under 
a contract leaving his remuneration for settlement in 
London, arrested the salved property in Turkey in breach 
of the contract and, by ‘** ways that are dark and tricks 
that are vain,’’ succeeded in obtaining judgment there for 
a sum far in excess of the value of the property he had 
salved. In that case means were found to make the posi- 
tion of the unscrupulous claimant painfully uncomfortable 
to him, but the salved property was sacrificed. Levantine 
methods and attempts by certain Governments to prevent 
free trade in salvage and to limit salvage work on their 
coasts to their own nationals are proving very costly for 
Underwriters. 
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THE FINANCE OF BUILDING 


SOCIETIES 
By HAROLD BELLMAN. 


O-DAY the building society movement has attained 
I dimensions which entitle it to rank among the fore- 
most institutions in the nation’s financial and 
economic organization. Its total assets compare 
favourably with the latest published figures of the Post 
Office Savings Bank, while they are more than three times 
larger than those of the Trustee Savings Banks. A number 
of individual societies need not fear comparison in point of 
resources with many of our leading industrial, commercial, 
and financial undertakings. 
The extent and rapidity of building society expansion 
may be seen from the following table :— 


ToTAL ASSETS 


1890 £51,494, 480 1924 £144,889,705 
1900 59,767,118 1925 169,196,658 
1914 66,191,130 1926 193,856,658 
1919 77,346,603 1927 223,346,082 
1922 107,437,541 1928 268,464,781 
1923 124,718,790 1929 310,000,000 

(estimated) 


The whole of the figures for 1929 are not yet available, 
but in an analysis made by the Burtpinc Societies 
GAZETTE it is assumed that the total assets of all societies 
will be at least £310,000,000, an increase of 16-17 per cent. 
as compared with 1928. The total amount advanced is, 
at the lowest estimate, expected to be £75,060,000, which 
represents an increase of approximately 30 per cent. on the 
figure for the previous year. 

The building society movement, with its assets of 
about £310,000,000, is now a factor of considerable impor- 
tance in our financial and social life. On the one hand, 
it is active in promoting thrift. In view of the conclusions 
of the Colwyn, Balfour, and other Government Committees 
it is unnecessary to emphasize the value of this service. 
It may be added, however, that it is the more valuable 
since building societies especially encourage thrift among 
that section of the population whose savings should increase 
in order to compensate for the reduced saving capacity of 
the richer members of society. In all, the building 
societies now administer each year approximately one- 
tenth of the nation’s new annual savings : and practically 
the whole of this money is devoted to increasing capital 
equipment at home. 

On the other hand, the building society movement is 
strenuously engaged in encouraging home-ownership. Here 
its record of good works is almost inexhaustible. It 
enables an asset of substantial capital value to be acquired 
which in most cases would not be acquired otherwise; dur- 
ing its acquisition, habits of thrift are enforced which remain 
when the original circumstances requiring it are no longer 
present; a home owned by the occupier, because of the 
care bestowed upon its choice and maintenance, is an 
important influence in promoting industrial and commercial 
efficiency; and it is of not less importance on the wider 
ground that it quickens the sense of social and _ political 
responsibility. Finally, the building society is a note- 
worthy representative—and indeed a pioneer—of the type 
of specialized financial institution which is increasingly 
becoming a feature of our time. . 

The magnitude of the assets controlled by building 
societies affords striking testimony to the confidence re- 
posed in the movement. Is this confidence justified? The 
answer to this question may be summarized thus: The 
societies have throughout the recent expansion observed 
the rules of prudence taught by their earlier history. Cer- 
tainly advances have not been made to all and sundry, for 
most societies have discriminated. Their risks are well 
spread, as may be seen by the fact that the average debt 
per property mortgaged for all building societies is, accord- 
ing to the latest official statistics available, £399; and 
these properties, so far as the larger societies are con- 
cerned, are scattered throughout the country. It is the 
experience vf the building society movement that on the 
whole the carefully selected borrower is thoroughly depend- 
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LONDON’S LARGEST 
BUILDING SOCIETY 


SOLVE IT FOR YOU 
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You have seen the house of your choice 
and would like to buy it. Then you want 
the best mortgage service. 


The Abbey Road advanced nearly nine 
million pounds last year to house pur- 
chasers. Its huge funds now enable it to 
offer you a liberal advance on generous 
terms. Costs are low, service is speedy, 
and repayments are light. 


WRITE TO :— 


Herold Bellman, General Manager, 
“ABBEY ROAD” BUILDING SOCIETY 
State your problem and esk for the 
free booklet on "Home Ownership 
City Offices: 101 Cheapside, E.C.2.145 Moorgate, E.C.2 


West End Office : 108 Victoria Street, $.W.1 
Head Office: Abbey House, Upper Baker Street, N.W.1 
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able and regularly meets his engagements. In 1928 the 
ascertained loss on 495,000 mortgage debts was only Is. 7d. 
per £1,000. Despite the recent increase in advances and 
the severity of trade depression, the number of borrowers 
who, in my personal experience, have fallen in arrear with 
their repayments has not been in any way exceptional, and 
in fact remains practically static in relation to the whole. 

A further factor of importance from the point of view 
of the stability of the movement is the tendency of the 
greater part of the new business to gravitate to the larger 
societies. The latest official statistics available show that 
thirty-five of the largest societies out of a total of rather 
more than one thousand are responsible for two-thirds of 
the total balances outstanding on mortgage and for nearly 
three-fourths of the new advances. While the small 
societies have done—and are still doing—excellent work in 
furthering the aims of the movement, there can be little 
doubt that in the public estimation the balance of advan- 
tage is in favour of the large society. Its funds are 
advanced on a greater number of properties which are 
spread over a wider area; it can afford to employ the 
highest skill and experience in the management of its 
affairs. This latter point is of the first importance, as 
building societies, owing to their recent growth, come in- 
creasingly in contact with financial and other problems of 
certain complexity. Moreover, the larger societies, by 
pursuing a policy of prudent finance, have built up strong 
reserves which can be drawn upon in any emergency, 
however hypothetical. Official statistics show that in 
thirty-five of the large societies mortgage assets form 
87.2 per cent. of the total assets, the balance largely con- 
sisting of reserve funds invested in gilt-edged securities; 
but taking the societies as a whole (that is, including 919 
other societies) the proportion of mortgage assets rises to 
91.3 per cent. 

So much for what may be termed domestic matters. 
There are, of course, wider questions which concern the 
building society movement. The heavy fall in the general 
price level in recent years, amounting to over 20 per cent. 
since 1924, has lately been the object of some apprehension. 
In fact, Mr. J. M. Keynes has described it as ‘* a first-class 
disaster.’ So far as building societies are concerned gener- 
ally, however, there does not appear to be any very 
substantial reason for concern up to the present. What- 
ever may be the merits of the case, wages as a whole have 
been virtually stationary at 70-75 per cent. above the 1914 
level during the period covered by the fall in wholesale 
prices, although unemployment has lately shown a ten- 
dency to increase. In so far as the societies are affected 
by any reaction on the price of property, or in so far as 
the price of property may reflect the easier housing situa- 
tion, there would seem to be equally little justification for 
anxiety. The well-managed society has recognized that 
the property values ruling in the post-war period repre- 
sented a scarcity value and determined the amount to be 
advanced accordingly. 

A word may be said with regard to the future of the 
building society movement. During the years when build- 
ing societies have experienced the greatest expansion there 
has been a severe housing shortage, and consequently it 
may well be asked : Since it is commonly assumed that the 
housing problem has been largely solved, will not the build- 
ing societies shortly find a substantial part of their funds 
unemployable in the ordinary way? The whole of the 
recent demand for advances has not been due to the hous- 
ing shortage, but has been to some extent the result of a 
growth in the preference for home ownership as compared 
to renting. And is the assumption that the housing 
problem has been largely solved, or at any rate that new 
building has materially contracted, wholly justifiable? 
There is more new building now proceeding than is often 
supposed. For example, the number of houses completed 
in the year ended September last was appreciably larger 
than in the preceding twelve months, while the value of 
dwelling houses for which plans were passed by 144 Local 
Authorities during the first quarter of this year was 
£11,278,900 as compared with £9,448,100 during the 
corresponding quarter of last year. In brief, the building 
society barometer, so far-as it can be read, seems set fair. 
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COMPANY MEETING. 





ALLIANCE ASSURANCE COMPANY, 


LIMITED. 


MR. C. E. BARNETT’S SPEECH 


NET NEW LIFE BUSINESS MORE THAN 
£3,000,000. 


The Annual General Court of this Company was held on | 
Wednesday, May 14th, at the Head Office, Bartholomew Lane, | 


London, E.C. 
said : 

It will be observed that the new Life business completed 
during the year, after deduction of the sums reassured, 
amounted to £3,027,438. This is the first occasion on which the 
net new Life business transacted in any one year has exceeded 
Three Millions Sterling. 
£246,682 effected at single premiums, in respect of which an 
initial loan was granted. All the policies which we have issued 
under this plan are either Whole Life policies or Endowment 
Assurances for periods of at least ten years. 
some cases the scheme has been extended to the issue of five 


Mr. C. E. Barnett, the Chairman, who presided, 
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Included in this total is a sum of | 


Unfortunately, in | 


years Sinking Fund policies, and this has led to a serious loss of | 


surtax, which the Chancellor of the Exchequer is desirous of 
stopping. A special proposal has therefore been introduced 
into the Budget which will have the effect of stopping this class 
of business altogether. 

The net premium income on the active Alliance account 
was £1,379,387, and the Alliance Life Fund during the year in- 
creased by nearly £700,000, and amounted at the close of the 
year to £14,910,735. 


The total Life and Annuity Funds, includ- 


ing the closed Funds, amounted at the close of the year to 


£21,793,031. 
The Sinking Fund and Capital Redemption Account calls 


for no comment: at the close of the year the Fund stood at 


£1,172,921. 


In the Fire Account it will be observed that the premium | 
income for the year was £2,059,809, which was £17,030 in excess | 


of that of the previous year. This is a very satisfactory feature 


difficutt to maintain the premium income, 


Turning to the Marine Account, I am afraid that we cannot | 
regard the position of the Marine Insurance market in this 


country as at all satisfactory, 

With regard to Cargo business, rates and conditions in the 
insurance market are still unsatisfactory, and, while of course 
we are bound to be in the market, our underwriting in this 
department is carried on with the utmost caution. 

You will see from the Report that our 1927 account has now 
been closed, with a balance of £34,286 3s. 7d. Of this amount 
we have taken credit for £9,286 3s. 7d. 


in the Profit and Loss | 


Account, and carried the balance of £25,000 forward to meet | 


possible future claims in respect of the 1927 account. 
The accounts of 1928 and 1929 are still open, in accordance 


with our practice, and the balances are as shown in the Marine | 


Account, 


Though the profit of £9,286 in respect of the 1927 account is | 


a small one, we may at any rate congratulate ourselves that 
the balance is on the right side. 


In the Accident Department business continues to grow, | 
notwithstanding that there has been a slight setback in the | 
Werkmen's Compensation premiums owing to the depression | 
in trade. The account shows a Satisfactory profit, viz., 7.3 per | 


cent. of the premium income after allowing for an increase in 
the amount reserved for unexpired risk. In this Department 
the Miscellaneous account includes all sorts of accident and 


contingency risks, and Motor insurance provides a large propor- | 


tion of the premium income. 
Turning to the Profit and Loss Account, you will notice 


that we have carried £50,000 to General Reserve and £50,000 to | 
Pension Reserve, in addition to £16,500 to the Widows’ and | 


Orphans’ Fund, and that the balance carried forward to the 
current year is £1,231,963. 


The holding of the whole of the shares of the National | 


Boiler and General Insurance Company has proved a very 

satisfactory investment. The Chairman closed with a tribute 

to the work of the staff and to Mr. Levine, the General. Manager. 
The report and accounts were adopted. 


MACMILLAN & CO., LONDON, W.C.2. —— 












tH MACMILLAN—— 


because, Owing to the continually increasing competition, there | 
is a tendency for the rates to be reduced and it is therefore very | 
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A SOUND INVESTMENT 








FREE or INCOME-TAX 


Established 1885, under the Presidency 
of the late Dr. John Clifford, C.H. 


TRUSTEES :—Rev. S. W. Huaues, D.D., E. W. Bearp, Esq. 


WESTBOURNE PARK 
BUILDING SOCIETY 


136, WESTBOURNE TERRACE, PADDINGTON, W.2 


Total Assets over £7,331,400. Reserve Funds £342,800. Over 
£1,937,900 Interest and Bonus Paid to Investors. Half-yearly 
Dividends payable January Ist and July Ist. Easy withdrawals. 
No investor has ever,lost a penny of his capital. 
INVESTMENT PROSPECTUS POST FREE. 


Remittances can be forwarded through any branch of the 
Society’s Bankers. 








C. Jounston Burt, F.C.1.S., Manager. 








An invaluable reference book for bankers, business men 
and all concerned with International Finance and affairs. 


STATESMAN’S YEAR-BOOK, 1930 


Edited by M. EPSTEIN, M.A., Ph.D., F.R.G.S. 


With Maps. 20s. net. 


THE BANK FOR INTERNATIONAL 
SETTLEMENTS 


By PAUL EINZIG, D.Sc., Pol. and Econ. (Paris). 
Second Edition. 10s. 6d. net. 


Contains a new chapter and also the full collection of the official 
documents connected with the establishment of the Bank. 








Third Edition. Thoroughly revised. With important additions. 


CENTRAL BANKS 


A study of the Constitutions of Banks of Issue, with an 
Analysis of Representative Charters. By C. H. KISCH, C.B., 
and W.A.ELKIN. With a Foreword by the Rt. Hon. Montacu 
C. Norman, D.S.O., Governor of the Bank of England. 18s. net. 


THE THEORY OF INTEREST 


As determined by Impatience to spend Income and Opportunity 
to invest it. By IRVING FISHER, Professor of Economics, 
Yale University. 25s. net. 


The STOCK MARKET CRASH: AND AFTER 


By Professor IRVING FISHER. 








With Charts 
The Economist : 


10s. 6d. net. 
‘Professor Fisher's book should be widely read.” 
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THE 


PRINCIPAL LIFE OFFICES FOR AN ANNUAL PREMIUM OF {fio 


HE following table has been revised and brought up 
! to date. As in former years it shows the estimated 
amount of the sum assured and reversionary bonuses 
payable under an Endowment Assurance and a Whole-Life 
policy in each office, in return for an annual premium of 
£10. The estimates are based on the assumption that, 
with a few exceptions, the offices will maintain future 
bonuses throughout the period of assurance, at the latest 
declared rate (see notes at the foot of the table). 


In using the Table to compare one office with another, 
it must not be overlooked that the figures are estimates 
only, and cannot in any way be guaranteed. 

Although we cannot claim that this is a complete and 
satisfactory method of comparing the probable results of 
policies effected in various offices, it has the sanction of 
long usage, and so far as we are aware, no better method 
has yet been made available. 





ENDOWMENT ASSURANCE. WHOLE LIFE ASSURANCE. 





OFFICE. 


Age at entry 30 next b’dy. Age at entry 30 next b’dy. 





Age at maturity 55. 


Age at death (assumed) 65. 





Abstainers and General (a) .. 
” ” ee - @) oe 
Alliance ‘ . 
Atlas (b) 
Australian Mutual Prov ident 
Britannic ~ 
British Equitable ( (a) .. 
British General 
Caledonian 
Canada Life (c) Fr 
Clerical, Medical and General 
Colonial Mutual 
Commercial Union (a) 
Co-operative Insurance ‘ 
Eagle Star and British Dominions 
Equitable (d) .. 
Equity and Law es 
Friends Provident and Century (a) 
General ee ee 
Gresham 
Guardian 
Law Union and Rock 
Legal and General 
Life Association of Scotland 
Liverpool and London and Globe (a) 
London and Scottish “< mae 
7 Assurance 
os Life .. Pr i 
Manufacturers Life (of Canada) 
Marine and General ee 
Motor Union (a) 
Mutual Life and Citizens 
National Mutual (e) 
Pm Provident 
National Mutual of Australasia 
North British and Mercantile 
Northern (a) (d) 
Norwich Union (a) 
Pearl 
Pheenix. 
Provident Mutual 
Prudential 
Refuge .. 
Royal (a) 
» Exchange (a) 
» London o 
Scottish Amicable (a) 
Insurance Corporation 
Equitable oe 
Life (a) (e) 
Provident 
Temperance and General . 


Union and National 
Widows 

Southern Life 

Standard 

Sun (g) .. 


Sun Life of Canada (h) 
United Kingdom 


Wesleyan and General 
Yorkshire 


General Section, 366 
Temperance ,, 385 


General Section, 


General Section, 
Temperance ,, 


General Section, 
Temperance ,, 


General Section 
Temperance ,, 


a o a .. General Section, 
” a os “a os -. Temperance ,, 


£ £ 

714 
784 
818 
850 
015 
727 
680 
800 
760 
740 
735 
795 
727 
733 
671 
795 
764 
851 
656 
645 
740 
873 
604 
709 
717 
625 
795 
888 
720 
767 
705 
882 
901 
783 
1,127 
734 
694 
769 
787 
732 
734 
798 
718 
745 
794 
691 
777 
737 
155 
788 


405 
434 
441 
378 
370 
410 
396 
382 
373 
418 
899 
387 
352 
406 
400 
413 
364 
37 

398 
426 
324 
384 
376 
338 
404 
414 
880 
400 
376 
408 
432 
407 
449 
380 


400 


(f) 
855 
951 
701 
814 
845 
855 
665 
700 
956 
799 
853 
751 
759 
773 


400 
409 


401 
404 





(a) The figures for these Offices have been based on the present 
(b)- The figures quoted (which must be regarded 
bonus for the next twenty-one years be 48s., 
and to 30s. in all subsequent years. The 
(c) In common with other Canadian offices 


fe) Based on the ordinary rate of bonus last declared, 
received a special bonus of 6s. per cent. 


viz., 


as an illustration and not s 
but thereafter is reduced to 42s. for the three following years, 
current rate of bonus is nevertheless 


rate of interim bonus. 
as an estimate) show the result 


to 36s. 


which will ensue if the 
in the next three years, 


very well secured. 


the premium rates quoted by this company relate to ages nearest birthday at entry. 
(d) Bonuses are now given in respect of each premium paid instead of, 


as heretofore, in respect of each year completed. 


45s. per cent. per annum compound, in addition to which whole life assurances 
per annum compound for the years 1926-1929. 


(f) No figure can be given as past results do not hold good for the whole life rates as recently reduced. 
(q). The Society now grants abstainer’s reductions only in respect of whole life assurances. . 
(h) Special Maturity Dividends of £37 for Endowment Assurance and £384 for Whole Life Assurance are included in these figures. 








